0204 Colorado Predictive Income Tax Model, Phase I Report by Colorado Legislative Council
University of Denver 
Digital Commons @ DU 
All Publications Colorado Legislative Council Research Publications 
3-1974 
0204 Colorado Predictive Income Tax Model, Phase I Report 
Colorado Legislative Council 
Follow this and additional works at: https://digitalcommons.du.edu/colc_all 
Recommended Citation 
Colorado Legislative Council, "0204 Colorado Predictive Income Tax Model, Phase I Report" (1974). All 
Publications. 212. 
https://digitalcommons.du.edu/colc_all/212 
This Article is brought to you for free and open access by the Colorado Legislative Council Research Publications 
at Digital Commons @ DU. It has been accepted for inclusion in All Publications by an authorized administrator of 
Digital Commons @ DU. For more information, please contact jennifer.cox@du.edu,dig-commons@du.edu. 
a COLOMDO PREDICTIVE 
INCOME TAX MODEL 
PHASE I REPORT 
Reuben A Z u b w  
Decrn C. Coddington 
Harry I. Zsfd 
Colorado Legislative Council 
COLORADO PREDICTIVE INCOME TAX MODEL 

PHASE I REPORT 

Reuben A. Zubrow 

Department o f  Economics , Uni vers l  t y  o f  Colorado 

Boulder, Col orado 

and 
Dean C. Coddington and Harry I.Zeid 

B icker t ,  Browne, Coddington & Associates, Inc. 

Denver, Col orado 

Prepared f o r  
J o i n t  Comrni t tee  on State  and Local Finance 

Colorado Legis la ture 








TABLE OF CONTENTS 
Page 
INTRODUCTION 	 . . . . . . . . . . . . . . . . . . . . . . . .  

SECTION I. 	 REVISED COMPUTER DATA BANK . . . . . . . . . .  

SECTION I 1. 	 PROGRAMMING OF THE PREDICTIVE MODEL . . . . . .  
SECTION 111 . 	 TESTING OF THE PREDICTIVE MODEL . . . . . . . .  
Reduce Tax Rates w i t h  Expanded Tax Brackets . . 
Raise the  Value o f  Personal Exemptions . . . .  
Revise Treatment o f  the  Federal Tax Deduction . 
Changed Real Es ta te  Tax Deductions . . . . . .  
Sumnaryo fTes t  Runs . . . . . . . . . . . . .  
SECTION I V. 	 OTHER RELATED RESEARCH . . . . . . . . . . . .  
Analys is  of Property Tax "C i r cu i  t-Breaker" 
Proposal . . . . . . . . . . . . . . . . . . .  

Analys is  o f  Part-Year Resident Returns i n  t h e  
Lowest Income Stratum . . . . . . . . . . . . .  
Analys is  of Tax Returns Not Claiming Food Tax 
Cred i t s  . . . . . . . . . . . . . . . . . . . .  

The Pub l i c  School Finance Act  o f  1973 and 
Colorado Property Taxes . . . . . . . . . . . .  
LIST OF TABLES 

Table No. 
Comparison o f  CTPS Universe w i t h  the Predi c t i  ve 
Model Universe, Colorado State Ind iv idua l  
Income Tax Returns, F isca l  Year 1972 . . . . .  
Colorado State Ind i  v idual  Income Tax, 
Comparison o f  Present Tax Rate St ructure  w i t h  
Three A1 t e rna t i ve  Rate Schedules . . . . . . .  

Test Run on Pred ic t i ve  Income Tax Model Based 
on F isca l  Year 1972 Data, Present Rate 
St ructure  Replaced by Schedule A and Expanded 
Net Taxable Income Brackets t o  "$15,000 and 
1 
Above" . . . . . . . . . . . . . . . . . . . .  

Test Run on Pred ic t i ve  Income Tax Model Based 
on F isca l  Year 1972 Data, Present Rate 
St ructure  Replaced by Schedule B and Expanded 
Net Taxable Income Brackets t o  "$25,000 and 
Above'' . . . . . . . . . . . . . . . . . . . .  

Test Run on Pred ic t i ve  Income Tax Model Based 
on F isca l  Year 1972 Data, Present Rate 
St ructure  Replaced by Schedule C and Expanded 
Net Taxable Income Brackets t o  "$25,000 and 
Above" . . . . . . . . . . . . . . . . . . . .  

Test Run on Pred ic t i ve  Income Tax Model Based 
on F isca l  Year 1972 Data, Value o f  Personal 
Exemptions Are Raised from Present $750 t o  
$1 ,000 Per Exemp tion . . . . . . . . . . . . .  
Test Run on Pred ic t i ve  Income Tax Model Based 
on F isca l  Year 1972 Data, Value of Personal 
Exemptions Are Raised from Present $750 t o  
$1,250 Per Exemption . . . . . . . . . . . . .  
Test Run on Pred ic t i ve  Income Tax Model Based 
on F isca l  Year 1972 Data, Federal Income Tax 
Deduction i s  L imi ted t o  $1,000 Maximum Per 
Return . . . . . . . . . . . . . . . . . . . .  

Test Run on Pred ic t i ve  Income Tax Model Based 
on F isca l  Year 1972 Data, Federal Income Tax 
I s  Not Permitted as a Deduction i n  the 
Computation of ths  State Income Tax . . . . . .  
Test Run on Pred ic t i ve  Income Tax Model Based 
on F isca l  Year 1972 Data, Real Estate Tax 
Deductions on Itemized Returns Reduced by 20 





Table No. 	 Page 
11-A 	 Estimated Cost o f  " C i  r c u i  t-Breaker" on 

Ful l-Year Resident Owner-Occupied Households 

f o r  F i sca l  Year 1974, Based on O r i g i n a l  

Proposal . . . . . . . . . . . . . . . . . . . .  2 4 

Estimated Cost of "C i rcu i t -Breaker"  on 
FU'I 1 -Year Resident Renter-Occupi ed Househol ds 
f o r  F i s c a l  Year 1974, Based on O r i g i n a l  
Proposal . . . . . . . . . . . . . . . . . . . .  2 5 

Estimated Cost o f  " C i  r c u i  t-Breaker" on 
F u l l  -Year Resident Owner-Occupied Households 
f o r  F i sca l  Year 1974, Based on Modi f ied  
Proposal . . . . . . . . . . . . . . . . . . . .  26 

Estimated Cost o f  " C i  r c u i  t-Breaker" on 
F u l l  -Year Resident Renter-Occupi ed Households 
f o r  F i sca l  Year 1974, Based on Modi f ied  
Proposal . . . . . . . . . . . . . . . . . . . .  

D i s t r i b u t i o n  o f  Income and Taxes f o r  Colorado 
Resident Taxpayers w i t h  Adjusted Gross Income 
under $5,000, F i sca l  Year 1972 . . . . . . . . .  29 
Comparison o f  Income and Taxes o f  Taxpayers 
Claiming One Exemption and No Food Tax Cred i t  
w i t h  A1 1 Ful l -Year Resident Taxpayers i n  
Adjusted Gross Income Class under $5,000, 
Colorado I n d i  v idua l  Income Tax, F i sca l  Year 




The Colorado Tax P r o f i l e  Study (CTPS) presented an ana lys i s  o f  
the  magnitude, composit ion, and d i s t r i b u t i o n a l  e f fec ts  on r e s i d e n t  house- 
holds of t he  Colorado s t a t e  and l o c a l  t a x  s t r u c t u r e  f o r  t h e  f i s c a l  yea r  
1972. The bas i c  CTPS household income and t a x  data on a  merged bas i s  which 
combined "marr ied-separate" r e t u r n s  were de r i ved  from 1971 s t a t e  income t a x  
r e t u r n s  f i l e d  i n  f i s c a l  yea r  1972. These data, which a re  s to red  a t  t he  
U n i v e r s i t y  o f  Colorado computer f a c i l i t y ,  represent  t he  bas ic  data on which 
the  Colorado P r e d i c t i v e  Income Tax Model i s  s t ruc tured.  I n  o t h e r  words, 
the  c u r r e n t  phase of t h e  research c a r r i e s  t h e  CTPS one step fu r the r .  The 
o b j e c t i v e s  of t he  present  s tudy are  to :  
. 	Develop and t e s t  a  p r e d i c t i v e  model which can be 
used t o  es t imate  t h e  revenue and d i s t r i b u t i o n a l  
e f f e c t s  o f  bas ic  m o d i f i c a t i o n s  o f  t h e  s t a t e  income 
t a x  s t ruc tu re .  
. 	Update t h e  CTPS income and t a x  data as new informa-
t i o n  becomes a v a i l a b l e  from t h e  Colorado Department 
o f  Revenue, D i v i s i o n  o f  Proper ty  Taxat ion, D i v i s i o n  
o f  Local Government, and o t h e r  r e l e v a n t  sources. 
. 	Provide a  "qu ick  response" s e r v i c e  f o r  p r e d i c t i n g  
t h e  f i s c a l  impact o f  s p e c i f i c  t a x  changes proposed 
by members o f  t he  Colorado Leg is la tu re .  
Th is  r e p o r t  presents t h e  r e s u l t s  of  a  se r ies  of t e s t s  programmed 
t o  s imu la te  t h e  t a x  revenue and burden e f fec ts  of several  bas ic  changes i n  
t he  Colorado income t a x  s t r u c t u r e .  The s imu la t i ons  and suppor t ing  t e x t  
demonstrate t h e  c a p a b i l i t i e s  o f  t he  p r e d i c t i v e  model and i n d i c a t e  t h e  type 
o f  analyses t h a t  can be generated by use of a  computerized data bank. I n  
add i t i on ,  the  r e p o r t  descr ibes some r e l a t e d  research undertaken i n  response 
t o  several  o t h e r  t a x  quest ions submit ted by t h e  L e g i s l a t i v e  Counci 1. 
SECTION I .  REVISED COMPUTER DATA BANK 
As i s  now widely recognized, about one-third of a l l  Colorado 
s ta te  income tax returns are f i led as "married-separates'' because the 
Colorado tax code does not have a "split-income" provision such as pro-
vided under the federal income tax code. Since any distribution of Colo- 
rado income and tax burdens based on the number of returns f i led rather 
than taxpaying households gives a distorted picture of the Colorado tax 
structure, the income and tax data reported on "married-separate" returns 
for each household in the original CTPS sample were identified and merged 
before being entered into the computer bank. However, in order to est i  -
mate the tax effects of any proposed changes in the rate and base provi- 
sions of the present s ta te  income tax i t  i s  f i r s t  necessary to recompute 
the new tax on a "returns" basis. Thus, in order to make the CTPS income 
tax data in the computer bank operational for the purposes of the present 
predictive model study, the detailed tax information on the merged "mar- 
ried-separate" returns had to be re-entered into the computer on an indi-
vidual tax returns basis, verified, and tested. The computerized data 
bank i s  now capable of producing results on ei ther a "household" or a 
"returns1' basis. 
In carrying out the above process some coding and transcription 
errors in the original 1971 sample data were discovered and corrected. 
However, the magnitude of these errors when the sample data were blown- 
up t o  a universe basis were unusually small. For example, the corrected 
overall count of household returns were less than 2/100 of 1 percent 
larger than the original CTPS count; the corrected total of adjusted 
gross income was less than 2/10 of 1 percent smaller than the CTPS figure; 
and the corrected total normal tax l i  abi l i  ty was less than 4/10 of 1 per- 
cent smaller. Table 1 compares the original CTPS study figures with the 
corrected amounts used in the present research. 
TABLE 1. COMPARISON OF CTPS UNIVERSE WITH THE PREDICTIVE MODEL UNIVERSE, 

COLORADO STATE INDIVIDUAL INCOME TAX RETURNS ,a 

FISCAL YEAR 1972 

Number o f  Retur6s on Merged Basis Adjusted Gross Income (thousands o f  do1 1 ars)  
Normal Tax L i a b i l i t y  
(thousands o f  do1 l a r s )  
Adjusted Gross Pred ic t i ve  Pred ic t i ve  Pred ic t i ve  
Income Classes CTPS Study Mod e l  CTPS Study Model CTPS Study Nod e l  
Under $5,000 31 5,497 31 5,460 $ 717,149 $ 717,157 $ 5,838 $ 5,905 
$ 5,000 t o  $10,000 222,970 223,315 1,679,671 1,682,334 23,975 24,207 
$1 0,000 t o  $1 5,000 1 62,480 1 62,608 1,997,527 1,999,039 36,102 36,397 
$1 5,000 t o  $25,000 99,878 99,765 1,852,742 1 ,850,934 44,851 45,430 
$25,000 and over 28,961 28,800 1 ,253,581 1 ,237,959 43,835 44,027 
To t a  1 829,786 829,948 $7,500,670 $7,487,423 $154,601 $155,966 
a ~ n c ludes a1 1 re tu rns  f iled-- fu l l -year  res idents ,  part-year res idents ,  and non-residents. 
h r r i e d - s e p a r a t e  re tu rns  merged t o  a household basis.  
SECTION 11. PROGRAMMING OF THE PREDICTIVE MODEL 
I n  con junc t ion  w i t h  the  computerized data bank an a lgebra i c  
income t a x  s imu la t i on  program, designated as SIMTAX 1, was developed f o r  
es t imat ing  t h e  revenue and t a x  burden ef fects of any proposed major r e v i -  
s ions of t he  r a t e  and base features of t h e  present  s t a t e  income tax .  1 
Th is  program has the  c a p a b i l i t y  o f  recomputing on both an i n d i v i d u a l  re -
tu rns  and merged household basis t h e  s imulated normal t a x  1 i a b i l  it i e s  
which would r e s u l t  f rom any proposed mod i f i ca t i ons  i n  t h e  present  t a x  
r a t e  s t ruc tu re ,  changes i n  ad jus ted gross income, o r  the  t reatment  of 
personal exemptions, standard o r  itemi zed deductions, and the  federal 
income t a x  deduction. The 20 key va r iab les  inc luded i n  the  SIMTAX 1 
program are  the  fo l l ow ing :  
Adjusted gross income I n t e r e s t  expense deduct ion 
Wage and s a l a r y  income Other i t em ized  deduct ions 
Standard deduct ion To ta l  i temized deductions 
Federal income t a x  deduct ion A1 l o c a t i o n  o f  deduct ions 
Medical expense deduct ion Normal exemptions claimed 
Char i tab le  c o n t r i  but ions Ext ra  exemptions claimed 
Real es ta te  t a x  deduct ion Net taxab le  income 
Gasoline t a x  deduct ion Tax r a t e  s t r u c t u r e  
General sales t a x  deduct ion Normal t a x  1 iab i  1 it y  
Property t a x  deduct ion Food sales t a x  c r e d i t  
'A copy of t he  SIMTAX 1 documentation manual used fo r  program-
ming s imula t ions  i s  a v a i l a b l e  f o r  examination upon request. 
SECTION 111. TESTING OF THE PREDICTIVE MODEL 
A v a r i e t y  o f  t e s t s  were conducted t o  check t h e  a b i l i t y  o f  t he  
SIMTAX 1  computer program t o  s imu la te  t h e  t a x  revenue and d i s t r i b u t i o n a l  
e f f e c t s  t h a t  would r e s u l t  from spec i f i ed  changes i n  normal t a x  ra tes ,  t h e  
value o f  exemptions, t h e  t reatment  of t he  fede ra l  income t a x  deduct ion 
p rov i s ion ,  and the  i t em ized  r e a l  e s t a t e  t a x  deduction. The tes ts 'we re  
performed on the  co r rec ted  data bank descr ibed above f o r  t h e  1971 income 
t a x  r e t u r n s  f i l e d  i n  f i s c a l  yea r  1972. P rov i s ion  f o r  t h e  growth i n  ad- 
j u s t e d  gross income and the  number o f  r e t u r n s  f i l e d  s ince  the  o r i g i n a l  
data bank was compiled has n o t  been b u i l t  i n t o  the  t e s t  runs. The up- 
d a t i n g  o f  t he  data bank fo r  income and popu la t ion  growth cannot be made 
u n t i l  t he  r e l e v a n t  ad jus ted  gross income, n e t  taxab le  income, and normal 
t a x  l i a b i l i t y  in fo rmat ion ,  c l a s s i f i e d  by major income s t r a t a ,  f o r  t he  1972 
t a x  r e t u r n s  f i l e d  i n  1973 a re  made a v a i l a b l e  by the  S ta te  Department of 
Revenue. It o r i g i n a l l y  had been est imated t h a t  t h i s  i n fo rma t ion  would be 
a v a i l a b l e  e a r l y  i n  January 1974, b u t  i t  now appears t h a t  these data w i l l  
n o t  be produced u n t i l  mid-March 1974. 
The r e s u l t s  o f  t h e  t e s t  runs i n  terms o f  t a x  revenue and burden 
e f f e c t s  f o r  e i g h t  hypo the t i ca l  m o d i f i c a t i o n s  i n  t he  present  Colorado i n -  
come t a x  s t r u c t u r e  are  presented i n  Tables 3 through 10 and a re  b r i e f l y  
analyzed be1 ow: 
Reduce Tax Rates w i t h  Expanded Tax Brackets 
As i s  w ide l y  recognized the  growth i n  nominal income, i n  p a r t  
r e f l e c t i n g  t h e  unprecedented p r i c e  i n f l a t i o n  o f  recen t  years, has n o t  o n l y  
r e s u l t e d  i n  an increase i n  t h e  aggregate l e v e l  of ad jus ted  gross income, 
b u t  has s h i f t e d  a  l a r g e  number of taxpayers i n t o  h ighe r  ad jus ted  gross 
income c lasses and correspondingly  i n t o  h igher  n e t  taxab le  income brackets 
sub jec t  t o  increased r a t e s  of t axa t i on .  It i s  t h i s  f e a t u r e  o f  t he  pro-  
g ress ive  income t a x  which r e s u l t s  i n  t h e  t a x  having a  " revenue-e las t i c i t y "  
g rea te r  than one. For example, i t  i s  est imated t h a t  t he  e l a s t i c i t y  o f  t h e  
Colorado income t a x  i s  approximately equal t o  1.5, i.e. , i f  nominal income 
f o r  t he  s t a t e  increases by 10 percent  du r ing  a  g iven per iod,  the  normal 
t a x  l i a b i l i t y  w i t h  no change i n  r a t e  s t r u c t u r e  w i l l  increase by approxi -  
mate ly  15 percent.  
I f  i t  were so desired, one means o f  p a r t i a l l y  compensating f o r  
such growth i n  nominal income w i thou t  changing the  present  maximum r a t e  
o f  8 percent  would be t o  lower the  t a x  r a t e s  f o r  a l l  present  t a x  brackets 
and extend the  range o f  t a x  brackets which now tops off  a t  $10,000 o f  n e t  
taxab le  income t o  e i t h e r  $15,000 o r  $25,000 o f  ne t  taxab le  income. Table 
2 shows three a l t e r n a t i v e  t a x  r a t e  schedules cont ras ted w i t h  each o t h e r  
and the  present  Colorado r a t e  s t ruc tu re .  I n  Tables 3 and 4 t h e  t a x  r a t e s  
fo r  the f i r s t  n ine  n e t  taxab le  income brackets are reduced by .5 o f  one 
percentage po in t ,  and f o r  the  next  two brackets by one f u l l  percentage 
po in t .  This modi f ied  r a t e  s t r u c t u r e  w i t h  a $15,000 and above" top  bracket  
i s  designated as Schedule A and i s  used as the  bas is  f o r  the  t e s t  run shown 
i n  Table 3. The o ther  t a x  s t r u c t u r e  w i t h  s i m i l a r  r a t e s  b u t  expanded brack- 
e t s  t o  "$25,000 and above" i s  designated as Schedule B and i s  used as the  
bas is  f o r  Table 4. The rev i sed  t a x  s t r u c t u r e  used as the  bas is  o f  Table 
5 a l so  has expanded brackets t o  "$25,000 and above," bu t  i n  t h i s  instance 
the  tax  r a t e s  f o r  t he  f i r s t  n ine  brackets are reduced by one f u l l  percent- 
age p o i n t  and t h e  nex t  two brackets by 1.5 percentage po in ts .  This t a x  
s t r u c t u r e  i s  designated as Schedule C. 
Table 3 shows t h a t  i f  Schedule A had been i n  e f f e c t  f o r  f i s c a l  
year  1972 t h e  t o t a l  i n d i v i d u a l  income t a x  1 i a b i l  i t y  would have been r e -  
duced from $156.0 m i l l i o n  t o  $138.3 m i l l i o n .  Th is  would have represented 
a revenue loss  f o r  t h e  s t a t e  of $17.7 m i l  1  ion,  o r  a reduct ion  of s l i g h t l y  
more than 11 percent  i n  t h e  income t a x  take. However, taxpayers i n  the  
lowest income stratum, those w i t h  repor ted  ad jus ted gross incomes of l ess  
than $5,000, would have received on t h e  average a 17 percent  reduct ion  
compared w i t h  a 6.4 percent  reduct ion  f o r  those i n  the  h ighest  income cate-  
gory -- w i t h  ad jus ted gross incomes o f  $25,000 o r  more. But i t  a1 so 
should be noted t h a t  t he  average d o l l a r  reduc t ion  f o r  the  lowest  group 
would have been o n l y  about $3 per  household contrasted w i t h  an average 
reduct ion  o f  $97 f o r  those i n  the  h ighest  income stratum. 
The increase i n  t h e  r e l a t i v e  p r o g r e s s i v i t y  of Schedule A over  
the  present  r a t e  s t r u c t u r e  a l so  i s  r e f l e c t e d  by the change i n  t a x  burdens 
expressed as a percentage of adjusted gross income. Although the  burden 
i s  reduced f o r  a l l  income categories, t h e  rev i sed  burden f o r  t he  lowest  
group becomes .68 percent  compared w i t h  a 3.33 percent  burden f o r  t he  
TABLE 2. COLORADO STATE INDIVIDUAL INCOME TAX, 

COMPARISON OF PRESENT TAX RATE STRUCTURE WITH 

THREE ALTERNATIVE RATE SCHEDULES 

Net Taxable Income Classes 
Income Income Present Revised Rate Schedules 
Increment Bracket Schedule A B C 
F i r s t  $ 1,000 $1 t o  $ 1,000 2.5% 2.0% 2.0% 1.5% 
Second 
Th i rd  
Fourth 
F i f t h  
S i x t h  
Seventh 
Eighth 





Remaind er  25,000 and over 8.0 8.0 8.0 8.0 
- - 
TABLE 3. TEST RUN ON PREDICTIVE INCOME TAX MODEL BASED ON FISCAL YEAR 1972 DATA, 

PRESENT RATE STRUCTURE REPLACED BY SCHEDULE A AND 

EXPANDED NET TAXABLE INCOME BRACKETS TO "$15,000 AND ABOVE" 

Household Total Normal Tax 
Returnsa (thousands o f  do1 l a r s )  Tax Burden as 
Adjusted Gross Percent Percent Average Do1 l a r  Normal Tax Percent o f  A G I  
Income Classes Number D is t .  Present Revi sed Change Present Revised Change Present Revised 
Under $5,000 315,460 38.0 
$ 5,000 t o  $10,000 223,315 26.9 
$10,000 t o  $15,000 162,608 19.6 
$15,000 t o  $25,000 99,765 12.0 
$25,000 and over 28,800 3.5 
Total 829,948 100.0 
ppppp 
a ~ n c ludes part -year res iden ts  and non-residents. 
h ighest  stratum. Thus, i n  terms of t h e  p r o g r e s s i v i t y  measure developed 
f o r  the  CTPS study, i .e . ,  t h e  r a t i o  o f  t h e  tax  burden of t h e  lowest  i n -  
come c lass  t o  t h e  h ighest ,  t he  index would drop from .23 t o  .20 and hence 
would more c l o s e l y  approximate t h e  federal income t a x  p r o g r e s s i v i t y  r a t i o  
o f  .19 f o r  Colorado r e s i d e n t  taxpayers i n  f i s c a l  year  1972. 
Table 4  shows t h a t  ifSchedule B r a t e  s t r u c t u r e  w i t h  t a x  brack- 
e t s  expanded t o  $25,000 of n e t  taxab le  income and above had been i n  e f f e c t  
i n  f i s c a l  year  1972, the  t o t a l  income t a x  l i a b i l i t y  would have been about 
$19 m i l l i o n  l e s s  than under the  present  r a t e  s t ruc tu re .  This would have 
represented a  12 percent  reduc t ion  i n  income t a x  revenues. However, t he  
average reduct ions  both percentagewise and d o l l a r w i s e  would have been 
p r a c t i c a l l y  the  same under both  Schedules A and B r a t e  s t ruc tu res  f o r  tax-  
payers i n  the  f i r s t  four income categor ies,  i .e . ,  those w i t h  adjusted 
gross incomes of l e s s  than $25,000. Only t h e  4  percent  of t he  taxpayers 
comprising t h e  top  income stratum would have received a  l a r g e r  t a x  break 
under Schedule B than under Schedule A. I n  t h i s  ins tance t h e  average re -
duct ion  would have been 8.4 percent  i ns tead  of 6.4 percent,  o r  $128 i n -  
stead o f  $97. I n  o the r  words, expanding t h e  top  taxab le  income bracket  
from $1 5,000 t o  $25,000 w i t h  t h e  rev i sed  r a t e  s t r u c t u r e  would have cos t  
an a d d i t i o n a l  $1 m i l l i o n  revenue l o s s  and r e s u l t e d  i n  a  s l i g h t l y  l ess  pro-  
g ress ive  income t a x  s t r u c t u r e  than cou ld  have been achieved under Schedule 
A. It should be noted t h a t  both o f  these rev i sed  schedules would be s i g n i -  
f i c a n t l y  more progressive than the  present  s t a t e  t a x  r a t e  s t r u c t u r e  b u t  
s t i l l  l e s s  progressive than the  federal income tax. 
Table 5  shows t h a t  i f  t h e  Schedule C s t r u c t u r e  which assumes 
t a x  r a t e s  reduced by a t  l e a s t  one f u l l  percentage p o i n t  coupled w i t h  a  
$25,000 top  bracket  had been i n  e f fec t  i n  1972 t h e  revenue l o s s  t o  t h e  
s t a t e  would have been about $36 m i 11 ion,  o r  a1 most 23 percent  of t he  1972 
f i s c a l  year  income t a x  1  i a b i l i t y .  The average reduct ion  would have been 
about $7 f o r  taxpayers w i t h  ad jus ted gross income of l e s s  than $5,000, i n  
c o n t r a s t  w i t h  an average reduct ion  of $201 f o r  those i n  the  $25,000 o r  
more income c lass.  Notwi thstanding t h i s  marked v a r i a t i o n  i n  average do1 -
l a r  reduct ions t h i s  t e s t  run  shows t h a t  Schedule C would have r e s u l t e d  i n  
L ~ e e  Colorado Tax Pro f i  1  e  Study, Colorado Legi s l  a t i v e  Counci 1  , 
Research Pub l i ca t i on  No. 202, (Denver, Colorado) October 1973, p. 34. 

TABLE 5. TEST RUN ON PREDICTIVE INCOME TAX MODEL BASED ON FISCAL YEAR 1972 DATA, 

PRESENT RATE STRUCTURE REPLACED BY SCHEDULE C AND 

EXPANDED NET TAXABLE INCOME BRACKETS TO "$25,000 AND ABOVE" 

Househoad Total  Normal Tax 
Returns (thousands o f  do1 1 a rs )  
Adjusted Gross Percent Percent Average D o l l a r  Normal Tax 
Income Classes Number D i s t  . Present Revised Change Present Revised Change 
Under $5,000 315,460 38.0 5,905 3,823 -35.3 18.72 12.12 - 6.60 
$25,000 and over 28,800 3.5 44,027 38,235 -13.2 1,528.72 1,327.60 -201.12 
a ~ n c l u d e s  part -year res iden ts  and non-residents. 
Tax Burden as 








a s ignif icant ly more progressive tax s t ructure than tha t  provided under 
the simulated Schedules A o r  B ,  o r  the present federal income tax on Colo-
rado residents.  For example, the average tax for  taxpayers in the lowest 
income stratum would be reduced by 35 percent, contrasted w i t h  a reduction 
of 13 percent for  those in the highest income category. In terms of the 
CTPS progressivity measure, the tax burden rates  of the lowest to  the 
highest income class  would drop from .23 t o  .17. 
Raise the Value of Personal Exemptions 
An a l te rna t ive  means of reducing the s t a t e  income tax t o  compen- 
sate  fo r  inf lat ion and the growth i n  taxpayer nominal income i s  t o  ra i se  
the $750 value of the present exemption which has been in e f f ec t  since 
1957. During t h i s  period of a fixed exemption value (1957-1973), the 
consumer price index rose by 64 percent and per capita personal income 
fo r  Colorado increased by 149 percent.3 I t  would appear tha t  the basic 
$750 exemption val ue no longer approximates the cost of a minimum stand- 
ard of l iving in Colorado. 
Table 6 shows the revenue and tax burden ef fec ts  of raising the 
value of personal exemptions from the present $750 to  $1,000. In t h i s  
t e s t  run the normal income tax l i a b i l i t y  for  f i sca l  year 1972 would have 
been reduced from $156 million to  $136 mil l ion,  a loss in s t a t e  revenue 
of $20 mil lion. This would have been a 12.8 percent overall reduction, 
b u t  once again the re la t ive  change by adjusted gross income categories 
would vary inversely w i t h  the level of income and re su l t  i n  a more pro- 
gressive tax structure.  For example, raising the exemption value by $250 
would have reduced the average tax fo r  those in the lowest income stratum 
by almost 27 percent (or  by about $5),  contrasted with a reduction of less  
than 5 percent (or  by about $69 per household) for  those in the highest 
income stratum. In terms of the CTPS progressivity measure the tax burden 
r a t i o  of the lowest t o  the highest income c lass  under t h i s  revision would 
have been . l8.  Thus, i t  appears tha t  raising the value of exemptions to  
$1,000 would be s l igh t ly  more progressive than the tax cuts simulated 
under Schedules A or B ,  b u t  s l igh t ly  l e s s  progressive than the burden 
impact of Schedule C. 
"ee U. S. Department of Comnerce, Survey of Current Business, 
August 1973 and January 1974; and The Economic Report of the President, 
-1973. 
TABLE 6. TEST R U N  ON PREDICTIVE INCOME TAX MODEL BASED ON FISCAL YEAR 1972 DATA, 
VALUE OF PERSONAL EXEMPTIONS ARE RAISEDa 
FROM PRESENT $750 TO $1,000 PER EXEMPTION 
Household Total Normal Tax 
~ e t u r n s ~  (thousands of d o l l a r s )  Tax Burden a s  
Adjusted Gross Percent Percent Average Dollar Normal Tax Percent of AGI 
Income Classes Number Di s t .  Present Revised Change Present Revised Change Present Revised 
Under $5,000 31 5,460 38.0 5,905 4,322 -26.8 18.72 13.70 - 5.02 .82 .60 
$ 5,000 t o  $10,000 223,315 26.9 24,207 19,586 -19.1 108.40 87.71 - 20.69 1.44 1.16 
$10,000 t o  $15,000 162,608 19.6 36,397 30,154 -17.2 223.83 185.44 - 38.39 1.82 1.51 
$15,000 t o  $25,000 99,765 12.0 45,430 39,952 -12.1 455.37 400.46 - 54.91 2.45 2.16 
$25,000 and over 28,800 3.5 44,027 42,026 - 4 . 5  1,528.72 1,459.24 - 69.48 3.56--3.39 
To t a  1 829,948 100.0 155,966 136,040 -12.8 187.92 163.91 -24.01 2 .  1.82 
- - ~-
a ~ p p lied t o  a l l  normal exemptions a s  we1 1 as  extra  exemptions claimed fo r  age, blindness, and retarded children.  
b~nc ludes  part-year res iden ts  and non-residents. 
-- 
TABLE 7. TEST RUN ON PREDICTIVE INCOME TAX MODEL BASED ON FISCAL YEAR 1972 DATA, 

VALUE OF PERSONAL EXEMPTIONS ARE RAISED FROM 

PRESENT $750 TO $1,250 PER EXEMPTION^ 

Household Tota l  Normal Tax 
~ e t u r n s ~  (thousands o f  do1 1 a r s )  Tax Burden as 
Adjusted Gross Percent Percent Average Do1 l a r  Normal Tax Percent o f  AGI 
Income Classes Number D i s t  . Present Revised Change Present Revised Change Present Revised 
Under $5,000 315,460 38.0 5,905 3,392 -42.6 18.72 10.75 - 7.97 .82 .47 
$ 5,000 t o  $10,000 223,315 26.9 24,207 15,824 -34.6 108.40 70.86 - 37.54 1.44 .94 
$10,000 t o  $15,000 162,608 19.6 36,397 24,685 -32.2 223.83 151.81 - 72.02 1.82 1.23 
$15,000 t o  $25,000 99,765 12.0 45,430 34,868 -23.2 455.37 349.50 -1 05.87 2.45 1.88 
$25,000 and over 28,800 3.5 44,027 40,007 - 9.1 1,528.72 1,389.13 -139.59 3.56--3.23 
Tota l  829,948 100.0 155,966 118,776 -23.8 187.92 143.11 - 44.81 2.08 1.59 
a ~ p p l i e d  t o  a l l  normal exemptions as we1 1 as e x t r a  exemptions claimed f o r  age, b l  indness, and retarded ch i l d ren .  
b ~ n c l u d e s  par t -year  res iden ts  and non-residents. 
Table 7 shows t h e  r e s u l t s  ifthe  value of t h e  personal exemptions 
were r a i s e d  t o  $1,250, o r  increased by $500 ins tead o f  by $250 per  exemp- 
t i on .  The cos t  t o  t h e  s t a t e  would have been $37 m i  11 i o n  and the  o v e r a l l  
income tax  reduct ion  would have been almost 24 percent.  I n  t h i s  case the  
d i s t r i b u t i o n a l  e f f e c t s  would have been s i g n i f i c a n t l y  more progressive than 
t h e  $1,000 exemption o r  any of t h e  s imulated tax  cu ts  described above. The 
average reduct ion  i n  normal t a x  f o r  t he  lowest  income s t ra tum would have 
been almost 43 percent  i n  c o n t r a s t  w i t h  a decrease o f  9 percent  f o r  the 
top  income category. Moreover, t he  CTPS p rog ress i v i  t y  index would be .15 
( . I46  rounded), i n d i c a t i n g  t h a t  the average income t a x  burden measured as 
a percentage o f  ad jus ted gross income would be approximately seven times 
g rea te r  f o r  taxpayers i n  the  h ighes t  income category than f o r  those i n  the 
lowest. I n  shor t ,  i f  exemptions were r a i s e d  t o  t h i s  value i t  would make 
the  Colorado s t a t e  income t a x  s t r u c t u r e  markedly more progressive than the  
federal income t a x  which had a p r o g r e s s i v i t y  index of .19 f o r  Colorado 
res iden t  taxpayers i n  f i s c a l  year  1972. 
Revise Treatment o f  t h e  Federal Tax Deduction 
I n  order  t o  f u r t h e r  t e s t  t h e  p r e d i c t i v e  model, Tables 8 and 9 
show the  revenue and tax  burden changes t h a t  would have occurred i f  the 
use o f  t h e  fede ra l  income t a x  as a deduct ion had been e i t h e r  l i m i t e d  t o  
a $1,000 maximum o r  n o t  permi t ted  a t  a l l  i n  the  computation o f  t h e  s t a t e  
income t a x  i n  f i s c a l  year  1972. Of course, e i t h e r  one of these s imulated 
r e v i s i o n s  would have s i g n i f i c a n t l y  increased s t a t e  income t a x  revenues --
$34 m i l  1 i o n  and $60 m i l 1 ion ,  r e s p e c t i v e l y  -- because o f  t he  magnitude o f  
the fede ra l  t a x  r e l a t i v e  t o  the  s t a t e  tax.  
Table 8 shows t h a t  a federal t ax  deduct ion l i m i t e d  t o  a maximum 
o f  $1,000 per  r e t u r n  4 would r a i s e  s t a t e  income t a x  revenues by almost 22 
percent  i n  a h i g h l y  progress ive  manner. The average t a x  would remain 
p r a c t i c a l l y  unchanged f o r  taxpayers i n  t h e  lowest  income stratum, whereas 
4 ~ f  t a x  deduct ion was l i m i t e d  t o  some maximum amount, t he federa l  
i t  would be more equ i tab le  t o  s e t  t h e  maximum on a household basis r a t h e r  
than a re tu rns  bas is  i n  o rde r  t o  t r e a t  " j o i n t "  and "married-separate" 
households i n  a s i m i l a r  manner. I n  t n e  case o f  t h e  l a t t e r  t he  a l l o c a t i o n  
of t he  l i r n i t e d  fede ra l  t ax  deduct ion between t h e  spouses' respect ive  re-  
t u r n s  would be l e f t  t o  t h e  d i s c r e t i o n  o f  t h e  taxpayers. 
- - - - - -- - - -- 
-- 
TABLE 8. TEST RUN ON PREDICTIVE INCOME TAX MODEL BASED ON FISCAL YEAR 1972 DATA, 

FEDERAL INCOME TAX DEDUCTION I S  LIMITED TO $1,000 MAXIMUM PER RETURN 

Household Total Normal Tax 
Returnsa (thousands o f  do1 l a r s )  Tax Burden as 
Adjusted Gross Percent Percent Average Do l la r  Normal Tax Percent o f  A G I  
Income Classes Number Di  s t . Present Revised Change Present Revised Change Present Revised 
Under $5,000 315,460 38.0 5,905 5,911 + .1 18.72 18.74 + .02 .82 .82 
$ 5,000 t o  $10,000 223,315 26.9 24,207 24,665 + 1.9 108.40 110.45 + 2.05 1.44 1.47 
$10,000 t o  $1 5,000 162,608 19.6 36,397 39,386 + 8.2 223.83 242.21 + 18.38 1.82 1.97 
$15,000 t o  $25,000 99,765 12.0 45,430 54,782 +20.6 455.37 549.11 + 93.74 2.45 2.96 
$25,000 and over 28,800 3.5 44,027 65,148 +48.0 1,528.72 2,262.08 +733.36 3.56 5.26 
To t a  1 829,948 100.0 1 55,966 189,892 +21 .8 187.92 228.80 +40.88 2.08 2.54 
a~nc ludes  part-year residents and non-residents. 
TABLE 9. TEST RUN ON PREDICTIVE INCOME TAX MODEL BASED ON FISCAL YEAR 1972 DATA, 

FEDERAL INCOME TAX IS NOT PERMITTED AS A DEDUCTION 

I N  THE COMPUTATION OF THE STATE INCOME TAX 

Household Total Normal Tax 
~ e t u r n s ~  (thousands o f  do1 l a r s )  Tax Burden as 
Adjusted Gross Percent Percent Average D o l l a r  Normal Tax Percent o f  A G I  
Income Classes Number D i  s t .  Present Revised Change Present Revised Change Present Revised 
Under $5,000 315,460 38.0 5,905 6,982 +18.2 
$ 5,000 t o  $10,000 223,315 26.9 24,207 31,030 +28.2 
$10,000 t o  $15,000 162,608 19.6 36,397 48,096 +32.1 
$1 5,000 t o  $25,000 99,765 12.0 45,430 62,662 +37.9 
$25,000 and over 28,800 3.5 44,027 67,620 +53.6 
Total 829,948 100.0 155,966 21 6,390 +38.7 
a ~ n c l u d e s  part -year res idents  and non-residents. 
f o r  those i n  the  $25,000 and over c lass  the  r e s u l t i n g  increase would have 
averaged $733, o r  48 percent. The p r o g r e s s i v i t y  e f f e c t s  o f  a l i m i t e d  
federa l  t ax  deduct ion p rov i s ion  a l s o  i s  revealed by con t ras t i ng  the  change 
i n  the  r e l a t i v e  t a x  burdens f o r  taxpayers i n  the  major income categories. 
For taxpayers w i t h  incomes o f  l ess  than $10,000 (about two- th i rds  o f  the  
t o t a l  taxpayers) t h e  average burden remains p r a c t i c a l  l y  unchanged, wh i l e  
f o r  those i n  t h e  two upper income s t r a t a  the  burden increases from 2.5 t o  
3.0 percent  and 3.6 t o  5.3 percent, respect ive ly .  I n  terms o f  the  CTPS 
p rog ress i v i t y  measure, t h e  index would be .16, o r  markedly more progres- 
s i ve  than e i t h e r  t h e  present  s t a t e  o r  federa l  income tax .  
Table 9 shows the  e f f e c t s  o f  completely e l i m i n a t i n g  the  federal 
tax  d e d u c t i b i l i t y  p rov is ion .  As noted, t h i s  would have r a i s e d  s t a t e  i n -  
come tax  revenues by more than $60 m i l l i o n ,  o r  by almost 39 percent  i n  
f i s c a l  year 1972. However, the  increased p rog ress i v i  ty o f  t he  s t a t e  tax  
s t r u c t u r e  would n o t  have been as g rea t  as under the  1 i m i t e d  deduct i  b i  1 ity  
p rov i s ion  discussed above. I n  t h i s  case the  average t a x  l i a b i l i t y  f o r  
a l l  income s t r a t a  would be increased, ranging from 18 percent f o r  those 
i n  the  lowest  category t o  almost 54 percent f o r  those i n  t h e  h ighest .  
I n  terms o f  the CTPS p r o g r e s s i v i t y  measure, t h e  index would have been .18, 
-- i n d i c a t i n g  t h a t  t h e  s t a t e  t a x  s t r u c t u r e  under e i t h e r  o f  these simulated 
p rov i s ions  would have been made more progressive than t h e  federa l  income 
tax  f o r  f i s c a l  year  1972. 
Changed Real Estate Tax Deductions 
One o f  t he  i n d i r e c t  o r  secondary e f f e c t s  o f  p rov id ing  res iden- 
t i a l  p roper t y  t a x  r e l i e f ,  whether i n i t i a t e d  by l o c a l  o r  s t a t e  governments, 
i s  t o  reduce the  do1 1 a r  amount o f  r e a l  es ta te  tax  payments t h a t  can be 
claimed i n  subsequent years as i temized deduct ions aga ins t  t he  proper ty  
taxpayer 's  s t a t e  and federa l  income tax .  Table 10 shows the  revenue and 
t a x  burden changes t h a t  would have occurred i f  t h e  r e a l  es ta te  tax  deduc- 
t i o n s  taken aga ins t  t h e  1971 income tax  r e t u r n s  f i l e d  i n  1972 had been 20 
percent  smaller.  F i r s t  i t  should be noted t h a t  o n l y  about one- th i rd  o f  
t he  taxpayers f i l i n g  r e t u r n s  take such deductions and the  r e l a t i v e  number 
va r ies  i n  a marked manner w i t h  income l e v e l s .  For example, o n l y  about 5 
percent of the taxpayers w i t h  incomes o f  l e s s  than $5,000 took a p roper t y  
tax  deduct ion on t h e i r  income t a x  r e t u r n s  f i l e d  i n  1972, whereas 87 percent 
TABLE 10. TEST RUN ON PREDICTIVE INCOME TAX MODEL BASED ON FISCAL YEAR 1972 DATA, 

REAL ESTATE TAX DEDUCTIONS ON ITEMIZED RETURNS REDUCED BY 20 PERCENT 

Household Tota l  Normal Tax 
Retur nsa (thousands o f  do1 l a r s )  Tax Burden as 
Adjusted Gross Percent Percent Average D o l l a r  Normal Tax Percent o f  AGI 
Income Classes Number D is t .  Present Revised Change Present Revised Change Present Revised 
Under $5,000~ 315,460 38.0 5,905 5,905 -- 18.72 - - -- .82 .82 
$25,000 and over 28,800 3.5 44,027 44,381 + .8 1,528.72 1,536,70 + 7.98 3.56--3.58 
Tota l  829,948 100.0 155,966 157,497 + 1 .O 187.92 189.76 + 1.84 2.08 2.10 
a ~ n c l  res iden ts  and non-residents .udes par t -year  
b ~ f f e c t  o f  chanqe not  ca l cu la ted  f o r  t h i s  income stratum because o f  small number w i t h  proper ty  tax  deductions and 
low sampling r e l i a b i l i t y .  Revised averages based on changes i n  t o p  f o u r  s t r a t a .  
o f  those w i t h  incomes o f  $25,000 o r  more i temized such deductions. I n  
the aggregate a 20 percent across-the-board reduct ion i n  the property tax  
would have reduced deductions by about $28 m i l  1 i on  and, i n  turn,  would 
have ra i sed  the income tax  l i a b i l i t y  by $1.5 m i l l i o n ,  o r  by on ly  1 per- 
cent. The r e s u l t i n g  average tax  increase f o r  a1 1 taxpayers i n  the middle- 
income categor ies would have been s l i g h t l y  l a r g e r  than 1 percent, wh i le  
f o r  those i n  the top income stratum i t  would have averaged s l i g h t l y  l ess  
than 1 percent. Of course, the income tax  increases r e s u l t i n g  from such 
a change i n  the proper ty  tax  would be l i m i t e d  t o  those taxpayers who actu- 
a l l y  took the deduction on t h e i r  returns.  For these taxpayers the per-  
centage increases would work out  t o  be somewhat h igher by income ~ a t e g o r y . ~  
S im i l a r l y ,  i t  appears t h a t  the t o t a l  d i s t r i b u t i o n a l  o r  tax  burden e f fec ts  
o f  t h i s  change would be r e l a t i v e l y  small al though i t  would r e s u l t  i n  a 
s l i g h t  increase i n  the p rog ress i v i t y  o f  the overa l l  income tax  structure.  
'see Colorado Tax P r o f i l e  Study, Appendix B, Table 7-8. The 
ef fect  o f  changes i n  the r ea l  es ta te  tax  was no t  estimated f o r  the lowest 
income stratum because o f  the r e l a t i v e l y  small number and low sampling 
r e l i a b i l i t y  o f  the tax  re turns w i t h  such deductions i n  t h i s  category. 
6 ~ h e  f o l l ow ing  tabu la t ion  shows the e f f e c t  of t h i s  change on the 
income tax  l i a b i l i t y  f o r  1972 o f  on ly  those taxpayers i n  the fou r  top i n -  
come s t r a t a  tak ing  r ea l  es ta te  deductions: 
Adjusted Gross Average Normal Tax Percent 
Income Classes Present Revi sed Increase Increase 
$ 5,000 t o  $10,000 $ 87.51 $ 89.74 $ 2.23 2.5 
$10,000 t o  $1 5,000 202.81 206.69 3.88 1.9 
$15,000 
$25,000 










Tota l  s $ 355.99 $ 361.11 $ 5.12 1.4 
Summary o f  Test Runs 
The major revenue and t a x  burden e f fec ts  o f  t h e  e i g h t  simula- 
t i o n s  performed t o  t e s t  t he  Colorado P r e d i c t i v e  Income Tax Model a re  
summari zed be1 ow: 




i n  Average Tax 
H i qhest 
CTPS Prog. 
Index 
M o d i f i c a t i o n  (m i l  1 i o n s )  Stratum (1 972=. 230) 
Revi sed Tax Rates: 
Schedule A (Table 3)  .204 
Schedule B (Table 4 )  .209 
Schedule C (Table 5) . I72 
Value o f  Exemptions : 
Rai sed t o  $1,000 (Tab1 e 6)  . I77  
Raised t o  $1,250 (Table 7 )  . I 4 6  
Federal Tax Deductions : 
$1,000 Maximum (Table 8)  . I 56  
Not Permi t ted (Table 9) . I 7 8  
Property Tax Deduction: 
Reduced by 20% (Table 10) ,229 
SECTION I V .  OTHER RELATED RESEARCH 
I n  a d d i t i o n  t o  t h e  development and t e s t i n g  of t h e  p r e d i c t i v e  
income t a x  model, t h e  f o l l o w i n g  analyses were conducted as p a r t  o f  t he  
ongoing research o f  t h i s  study. 
Analysis o f  Proper ty  Tax "C i rcu i t -Breaker"  Proposal 
A proposed b i l l  t h a t  would prov ide  p roper t y  t a x  c r e d i t s  and re -  
funds aga ins t  Colorado income taxes was analyzed w i t h  regard t o  i t s  e s t i -  
mated revenue c o s t  and d i s t r i b u t i o n a l  e f f e c t s  on taxpayers c l a s s i f i e d  by 
the  same ad jus ted gross income c lasses used i n  the  CTPS study. The pro-  
posal would prov ide  a general ized p roper t y  t a x  c r e d i t  o r  re fund up t o  a 
maximum o f  $500 based upon a s p e c i f i e d  percentage of t he  amount by which 
a taxpayer 's  p roper t y  taxes o r  a t a x  equ iva len t  p o r t i o n  of h i s  con t rac t  
r e n t a l  costs exceeded a s p e c i f i e d  percentage of h i s  repor ted  adjusted 
gross income. Two d i f f e r e n t  vers ions  o f  t h i s  proposal were analyzed --
one designated as the  "o r ig ina l , "  t he  o the r  as the  "modi f ied"  proposal. 7 
I n  the  t reatment  o f  renter-occupied households, 20 percent  o f  t he  annual 
r e n t  was considered t o  be the  p roper t y  t a x  equ iva len t  f o r  such households 
under the  o r i g i n a l  proposal , and 17 percent  was used as the  t a x  equiva- 
l e n t  under t h e  mod i f i ed  one. The schedules of income and t a x  c r e d i t s  
used i n  ana lyz ing  the  o r i g i n a l  and modi f ied vers ions were as fo l l ows :  
Percent of AGI Percent Refund 
Appl i e d  Against  o f  Excess o f  
Adjusted Gross the  Property Tax Property Tax 
Income Class O r i  g i  na l  Modified over Appl icab1 e 
o f  Taxpayer Proposal Proposal Po r t i on  o f  AGI 
Under $ 5,000 1% 2% 90% 
$ 5,000 t o  $10,000 2 3 80 
$10,000 t o  $15,000 3 4 7 0 
$15,000 t o  $25,000 6 6 60 
$25,000 and over 10 10 50 
7 ~ h eo r i g i n a l  vers ion  was proposed by Representat ives K i rscht ,  
DeMoulin, Boley, Taylor ,  and Gaon, and t h i s  ana lys is  was requested by t h e  
s t a f f  o f  t he  Colorado L e g i s l a t i v e  Council. 
The analyses of these proposals were based on f i s c a l  year  1974 
est imates. However, s ince t h e  Revenue Department income and t a x  data re-
por ted  on 1972 t a x  r e t u r n s  were n o t  ava i lab le ,  i t  was n o t  poss ib le  t o  com-
pare 1974 income w i t h  1974 p roper t y  t a x  f o r  each sample household i n  the  
computerized data bank. Instead, t h e  updat ing o f  the number o f  households, 
average income, and average p roper t y  t a x  fo r  each o f  t he  adjusted gross 
income classes was est imated on the  bas is  o f  household and income growth 
8i n f o r m a t i  on obta ined f rom o t h e r  sources. 
Tables 11-A and 11-B show t h a t  the  cos t  o f  t he  program f o r  f i s -  
c a l  year  1974 based on the  o r i g i n a l  vers ion  would amount t o  about $57.9 
m i l  1  i o n  c o n s i s t i n g  o f  $29.4 m i l  1  i o n  i n  c r e d i t s  t o  res iden t  owner-occupied 
households and $28.5 m i l l i o n  i n  c r e d i t s  t o  r e s i d e n t  renter-occupied house- 
holds. Also, i n  the  case o f  t h e  former (Table 11-A) l e s s  than o n e - f i f t h  
o f  the  t o t a l  d o l l a r  refunds would be rece ived by taxpayers w i t h  adjusted 
gross incomes o f  l e s s  than $5,000, whereas i n  t h e  case o f  the  ren te r -  
occupied households (Table 11-B) almost two- th i rds  o f  t he  t o t a l  b e n e f i t s  
would accrue t o  taxpayers i n  the lowest  income category. 
Tables 12-A and 12-B show t h a t  the  mod i f i ed  version, w i t h  the  
percentage o f  ad jus ted gross income app l i ed  aga ins t  the p roper t y  t a x  
r a i s e d  by one percentage p o i n t  f o r  t h e  th ree  lowest  income categor ies 
and the r e n t a l  t a x  equ iva len t  reduced from 20 t o  17 percent,  has the  e f -  
f e c t  o f  c u t t i n g  t h e  o v e r a l l  cos t  o f  the program i n  h a l f .  I n  t h i s  case 
the  t o t a l  c o s t  o f  f i s c a l  year 1974 was est imated t o  be about $29.4 m i l  -
1 i o n  o f  which $1 4.6 m i  11 i o n  represented c r e d i t s  t o  owner-occupied house-
holds (Table 12-A), and $14.8 m i  1  l i o n  represented c r e d i t s  t o  ren te r -  
occupied households (Table 12-B). O f  course, the h igher  r a t i o s  o f  ad- 
j u s t e d  gross income used aga ins t  the proper ty  t a x  i n  the  upper-middle 
and top  income s t r a t a  would e f f e c t i v e l y  e l i m i n a t e  most taxpayers i n  these 
ca t e g o r i  es from t h e  program. 
8 ~ o p u l a t i o n  growth est imates based on Colorado S ta te  Department 
o f  Comnerce and I n d u s t r y  and S ta te  Department o f  Labor and Employment data. 
Income growth est imates based on U.S. Department o f  Commerce personal i n -  
come s e r i e s  and Colorado Department o f  Revenue ad jus ted gross income data. 
TABLE 11-A. ESTIMATED COST OF "CIRCUIT-BREAKER" ON F3LL-YEAR RESIDENT I)WAER-OCCUPIED HOUSEHOLDS 

FOR FISCAL YEAR 1374, SASE0 ON ORIGINAL ?ROPOSAL 

( A )


















Tota l  
Year Resident R a t i o  o f  Number o f  1974 Average AGI o f  AGI Appl i e d  Prop. Tax Refund $ Amount Prop. Ta: 
Adjusted Gross Households Owner-Occupied Owner-&cupid Average t o  R e f l e c t  Appl ied Against  Over o f  Excess o f  Prop. Tax Refund 
Income Class F i l  i n g  Returns t o  To ta l  Households Proper ty  Tax 202 Income Against  Prop. Tax App. AGI Proper ty  Refund ($000) 
i n  1975 Households (A)x(B) Deduct ion Inc rease  Prop. Tax (E)x(F) (0)-(G) Tax ( H ) x ( I )  (C)x(J) 
Less than  $5,000 142,110~ 36.5% 51 ,870 $145 $ 3,000 1Pd $ 30 $115 90% $103.50 $5,368 
525,000 and over  35,528 -89.5% 31 ,798 -951 48,000 -10%. -4,800 --- -50% - - --
T o t a l  710,551 67.1%b 476,836 $507' $1 2,580 -- -- -- -- $29,378 
a ~ x c l u d e s  87,210 r e t u r n s  i n  lowes t  income s t ra tum w i t h  one exemption and no food t a x  c r e d i t .  

b ~ e i g h t e d  average. 

' ~ a s e d  on 4 h ighes t  income s t r a t a .  
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TABLE i2-A. EST1:jATED COST OF "CIRCUIT-B2EAi(ER1' 3iJ FULL-YEAR !?ESIDE;IT !I!)!.IJER-OCCUPIE3 HOUSEHOLDS 

FOR FISCAL YEAR 1974, BASED ON 40SIFIED PRCPOSAL 

(A) (B) (C) (0 )  ( E l  (F) (GI (HI  ( 1  (J) ( K )
1974 F u l l -  Census Est imated Est imated Pro jec ted  Percent  $ A61 Excess o f  Percent  Average To ta l  
Year Resident R a t i o  o f  Number o f  1974 Average AGI o f  ,421 App? i e d  Prop. Tax Refund 4 h u n t  Prop. Tax 
Adjusted Gross Households Owner-Occupied Owner-Cccupied Average t o  R e f l e c t  Appl ied Aga ins t  Over o f  Excess o f  Prop. Tax Refund 
Income Class 	 F i l  i n g  Returns t o  To ta l  Households Proper ty  Tax 20% Income Against  Prop. T6x App. AGI Proper ty  Refund ( $000) 
i n  1975 Households (A)x (B)  Deduct ion Increase Prop. Tax (E)x(F) (0)-(G) Tax (H)x(I) ( c ) x (  J )  
Less than  $5,000 142,110~ 36.5% 51,870 $145 5 3,000 2% $ 60 $ 8 5  90% $ 7 6 . 5 0  $3,968 
$ 5,000-$10,000 177,638 56.32 100,010 373 8,000 3% 240 133 8 0% 106.40 10,641 
$10,000-41 5,000 227,376 79.6% 180,991 44 5 13,000 42 520 -- 702 -- --
$1 5,000-$25,000 127,899 87.7% 112,167 576 19,000 6% 1,140 -- 60% -- - - 
$25,000 and over  35,528 -89.53 31,798 9 51 48,000 -1OX 4,300 --- -50% -- --
Tota l  71 0,551 67.1 zb 476,836 $507' $1 2,580 - - -- -- --	 $14,609 
aExcludes 87,210 r e t u r n s  i n  lowest  income s t ra tum w i t h  one exemption and no food t a x  c r e d i t .  

h e i g h t e d  average. 

' ~ a s e d  on 4 h ighes t  income s t r a t a .  

- - - -- 
TABLE 12-8. ESTIMTED COST OF "CIRCUIT-BREAKER'' Oil FULL-YEA2 RESIZEiIT REBTER-OCCUPIE2 HOiJSEHOLDS 

FOR FISCAL YEAR 1974, BASED OJ MODIFIED PROPOSAL 

k i j u ~ i e 3  Gross 
I n c m e  Class 
(A)
1974 F u l l -  
Year Resident 
Households 
F i l i n g  Returns 
(B)
Census 
R a t i o  o f  
Renters 

















Pro jec ted  
Aver. AGI 




o f  AGI 
Appl ied 
Against  
(HI ( 1 )
$ ,%IExcess o f  
dppl i e d  Tax Eq. 
Asa ins t  Over 









o f  Rent 
Ref u nd 
( L )




i n  1975 Households (A)x(B) Adjusted o f  (D) Increase Tax Equiv. (F)x(G) (E)-(H) Equiv. ( I ) x ( J )  (C)x(K) 
Less than $5,000 142,l l @  63.5% 90,240 $1,265 $21 5 $ 3,000 2% S 60 $155 90% $133.50 $12,588 
525,000 2nd over  35,528 10.5% 3,730 2,970 505 48,000 1 0% 4,800 --- 50% -- --
To ta1 710,551 3 2 . 9 ~ ~  233,715 -- - - $1 2,580 -- -- -- -- $14,762 
aExcludes 87,210 r e t u r n s  i n  lowest  income s t ra tum w i t h  one exemption and no food t a x  c r e d i t  
b ~ e i g h t e d  average. 
Analys is  of Part-Year Resident Returns i n  the  Lowest Income Stratum 
I n  the  o r i g i n a l  CTPS study par t -year  r e s i d e n t  taxpayers were 
inc luded i n  many of t he  d e t a i l e d  analyses of t a x  burdens. It has been 
suggested t h a t  t h e i r  i nc lus ion ,  p a r t i c u l a r l y  i n  the  case o f  those re -  
p o r t i n g  ad jus ted gross income of l e s s  than $5,000, may have d i s t o r t e d  
the  burden ana lys is .  Under the  Colorado income t a x  code par t -year  r e s i -  
dent  taxpayers have t h e  op t ion  of e i t h e r :  (a)  r e p o r t i n g  and computing 
t h e i r  t a x  o n l y  on t h a t  p o r t i o n  of t h e i r  income earned i n  Colorado, o r  
(b)  r e p o r t i n g  and computing the  t a x  on t h e i r  t o t a l  annual income and then 
a l l o c a t i n g  t h a t  p o r t i o n  of t he  t a x  which corresponds t o  the l e n g t h  o f  
t ime they res ided i n  the  s ta te .  It i s  apparent t h a t  the i n c l u s i o n  i n  
the burden ana lys i s  of income data from taxpayers e l e c t i n g  the f i r s t  
op t i on  understates the  t r u e  average of t he  adjusted gross income f o r  the  
lowest income stratum. Of course, no such d i s t o r t i o n  r e s u l t s  from p a r t -  
year  res iden t  taxpayers who repor ted  t h e i r  t o t a l  annual income, b u t  i n  
t h i s  instance t h e  r e l a t i v e  t a x  l i a b i l i t y  i s  understated. Also, i t  may 
be noted t h a t  s ince the  o t h e r  s t a t e  household taxes -- general, r e t a i l  
sales, and excise taxes -- were a l l o c a t e d  by an exhaust ive method, the 
i n c l  us ion of par t -year  res iden ts  lowers the  average household taxes i n  
these categories. 
Table 13 i s o l a t e s  t h e  t a x  burden e f fec ts  which r e s u l t e d  from 
the i n c l u s i o n  of t he  par t -year  res iden t  taxpayers i n  t h e  o r i g i n a l  CTPS 
study. It shows t h a t  t he  par t -year  res iden ts  accounted fo r  about 10 per-  
cent  o f  t he  number of taxpayers, adjusted gross income and normal t a x  
l i a b i l i t y  f o r  t h e  lowest  income category. However, i t  a l s o  shows t h a t  
i f  -a l l  par t -year  res iden ts  had been excluded from the  CTPS ana lys is ,  the  
average adjusted gross income would have been about . 7  of 1 percent  lower, 
and the  average income t a x  l i a b i l i t y  would have remained p r a c t i c a l l y  un- 
changed. S i m i l a r l y ,  t he  r e l a t i v e  burdens of t he  income tax  expressed as 
percentages of e i t h e r  adjusted gross o r  broad income remain p r a c t i c a l l y  
unchanged when par t -year  res iden ts  were inc luded o r  exc l  uded from the  
analys is .  
TABLE 13. DISTRIBUTION OF INCOME AND TAXES FOR COLORADO RESIDENT TAXPAYERS 

WITH ADJUSTED GROSS INCOME UNDER $5,000, 





Resi dents Fi l i n g  
Colo. A G I  
Excluded 
With Part-Year 
Residents F i  l i n g  
Total  AGI  
Excluded 
Number o f  Resident Taxpayers 296,000 282,463 278,444 
Adjusted Gross Income 








Adjusted Broad Income 
Total  ( i n  thousands) $1,146,045 $1,091,734 $1,073,113 
Average $3,872 $3,865 $3,854 
Ind iv idual  Income Tax 
Tota l  ( i n  thousands) 
Average $1 8.63 $1 8.21 $1 9.09 
As Percent of A G I  
As Percent of ABI 
a ~ n c ludes fu l l - yea r  and part-year resident taxpayers. 










Analys is  o f  Tax Returns Not Claiming Food Tax Cred i t s  
It has a l s o  been observed t h a t  average household income i n  the  
CTPS study may have been understated t o  t h e  e x t e n t  t h a t  the  income sepa- 
r a t e l y  repor ted  by youngsters l i v i n g  w i t h  t h e i r  parents was n o t  merged 
w i t h  t h a t  o f  the parents. Th is  i s  suggested by t h e  f a c t  t h a t  a  l a r g e  
number o f  i n d i v i d u a l s  i n  the  lowest  income s t ra tum d i d  n o t  c l a i m  a  food 
tax  c r e d i t  and repor ted  o n l y  one exemption. A1 though some o f  these i n -  
d i v i d u a l s  may have i n a d v e r t e n t l y  f a i l e d  t o  f i l e  f o r  t he  food t a x  c r e d i t ,  
i t  i s  be l ieved t h a t  the  overwhelming m a j o r i t y  of such cases represents 
persons l i v i n g  w i t h  t h e i r  parents on whose re tu rns  t h e i r  food t a x  c r e d i t  
had a l ready been claimed. I f  t h e  l a t t e r  i n t e r p r e t a t i o n  i s  cor rec t ,  then 
the  est imate o f  t h e  number o f  households i s  overs ta ted and t h e  est imate 
o f  the  average household income i s  understated f o r  t h e  lowest  income 
stratum i n  the  o r i g i n a l  CTPS study. 
Under the  present Colorado t a x  code a  youngster l i v i n g  a t  home 
and taken as an exemption on h i s  parents '  t a x  r e t u r n  may a l so  c la im  an 
a d d i t i o n a l  exemption f o r  h imse l f  i f  he f i l e s  a  re tu rn ,  genera l l y  fop  a  
w i thho ld ing  re fund on h i s  earnings from par t - t ime  employment. He i s  not, 
however, e n t i t l e d  t o  a  food t a x  c r e d i t  on h i s  r e t u r n  s ince i t  w i l l  be 
claimed on h i s  parents '  re tu rn .  Thus, a  l a r g e  number o f  t a x  re turns ,  
main ly  concentrated i n  t h e  lowest  income stratum, show on ly  one exemption 
and no food t a x  c r e d i t .  
The f o l  lowing t a b u l a t i o n  g ives  t h e  d i s t r i b u t i o n  o f  such f u l l  -
year  r e s i d e n t  r e t u r n s  f i l e d  i n  f i s c a l  year  1972 when the  "under $5,000" 
income category is separated i n t o  under and over $3,000 income classes: 
Tax Returns With 
A1 1  One Exemption and 
F u l l  Year No Food Tax C r e d i t  
Adjusted Gross Resident Non-
Income Classes Tax Returns Tota l  Taxabl e  Taxable 
Under $3,000 177,262 79,223 60,408 18,815 
$3,000 
$5,000 






5  92 - - 7,395 3,535 
Tota l  753,770 90,745 61,000 29,745 
It w i l l  be noted t h a t  of the  t o t a l  number of "one exemption, 
no food t a x  c r e d i t "  re turns ,  96 percent  o r  87,210 were i n  the  under $5,000 
income stratum, b u t  w i t h i n  t h i s  category 91 percent  had ad jus ted gross i n -  
comes o f  l e s s  than $3,000. Moreover, th ree o u t  of four, o r  more than 
60,000 o f  these r e t u r n s  i n  t h e  under $3,000 group were non-taxable. I n  
short ,  almost one o u t  of every two f u l l - y e a r  r e s i d e n t  taxpayers w i t h  i n -  
comes o f  l e s s  than $3,000 repor ted  o n l y  one exemption and d i d  n o t  c l a i m  
a  food t a x  c r e d i t .  It appears t h a t  these r e t u r n s  main ly  represent  young- 
s t e r s  l i v i n g  a t  home. Since i t  i s  n o t  poss ib le  t o  merge them w i t h  t h e  
parents '  r e t u r n s  on t h e  bas is  of t he  informat ion g iven on present  t a x  re -  
turns,  t h e  average household incomes and t a x  burdens repor ted  i n  the  
o r i g i n a l  CTPS study are  somewhat understated, p a r t i c u l a r l y  f o r  t h e  lowest  
income category. 9 
Table 14 compares the  average ad jus ted gross income and normal 
tax, as w e l l  as r e l a t i v e  t a x  burdens, f o r  f u l l - y e a r  res iden t  taxpayers i n  
t h e  under $5,000 income category when t h e  "one exemption, no food t a x  c re-  
d i t "  r e t u r n s  a re  inc luded and excluded from the un iverse ana lys is .  It 
shows t h a t  t h i s  spec ia l  category of r e t u r n s  accounted f o r  about one - th i rd  
o f  a l l  f u l l - y e a r  r e s i d e n t  r e t u r n s  i n  t h i s  income stratum, about o n e - f i f t h  
of t he  ad jus ted gross income, and l e s s  than one-s ix th of t he  normal tax. 
I f  these r e t u r n s  a re  excluded from t h i s  stratum, t h e  average income f o r  
t h e  remaining r e t u r n s  increases t o  $2,806, o r  21 percent  above the  average 
f o r  a l l  f u l l - y e a r  res iden t  re turns .  S i m i l a r l y ,  t he  average normal t a x  i n -  
creases t o  $23.56, o r  by 26 percent. On t h e  o the r  hand, t h e  change i n  the  
r e l a t i v e  burden o f  t h e  t a x  expressed as a  r a t i o  o f  ad jus ted gross income 
i s  comparat ively small ,  i nc reas ing  from .80 percent  t o  .84 percent.  
Related t o  t h e  above ana lys i s  i s  the  problem of es t imat ing  from 
repor ted income t a x  data t h e  number of s t a t e  res iden ts  c u r r e n t l y  n o t  r e -  
c e i v i n g  food t a x  c r e d i t  refunds. On t h e  bas is  of t he  CTPS study data 
s l i g h t l y  more than one- th i rd  o f  t he  taxpayers i n  t h e  lowest  income category 
d i d  n o t  f i l e  f o r  food t a x  c r e d i t s ,  whereas t h e  percentage o f  such taxpayers 
course, some of these "one exemption, no food t a x  c r e d i t "  
re tu rns  may represent  low-income s i n g l e  i n d i v i d u a l s  who i n a d v e r t e n t l y  
f a i l e d  t o  take the  c r e d i t  and t h e i r  i n c l u s i o n  i n  t h e  CTPS study p a r t i a l l y  
o f f s e t s  t h e  understatement of average income and average t a x  due t o  t h e  
i n c l u s i o n  o f  a l l  "one exemption, no food t a x  c r e d i t "  re turns .  
- - -- - - - - - 
TABLE 14. COMPARISON OF INCOME AND TAXES OF TAXPAYERS CLAIMING 

ONE EXEMPTION AND NO FOOD TAX CREDIT WITH ALL 

FULL-YEAR RESIDENT TAXPAYERS I N  ADJUSTED GROSS INCOME 

CLASS UNDER $5,000, COLORADO INDIVIDUAL INCOME TAX, 

FISCAL YEAR 1972 

Ful l -Year Resident Taxpayers 
CTPS Study One Exempti on 
Resident and No Food A1 1 
~ a x p a y e r s ~  Tota l  Tax C r e d i t  Others 
Number o f  Taxpayers 
Adjusted Gross Income 
To ta l  ( i n  thousands) $691,942 $616,166 $116,970 $499,196 
Ave rage $2,338 $2,324 $1,341 $2,806 
Normal Tax L i a b i l i t y  
To ta l  ( i n  thousands) $5 ,I53 $4,958 $766 $4,192 
Average $19.00 $1 8.70 $8.78 $23.56 
As Percent o f  AGI 0.80 0.80 .66 0.84 
a
Includes f u l l  -year and par t -year  res iden t  taxpayers. 
i n  t h e  upper four  s t r a t a  averaged o n l y  2  percent.10 But  as a l ready  i n d i -  
cated, a  l a r g e  number of those i n  t h e  lowest  income s t ra tum n o t  t a k i n g  the  
c r e d i t  (as many as one-ha l f )  p robab ly  represent  youngsters f i l i n g  t a x  re -
tu rns  who a re  n o t  l e g a l l y  e n t i t l e d  t o  t h e  food t a x  c r e d i t .  Also pa r t - yea r  
res iden ts  cannot take  a  f u l l  $7 c r e d i t  and i n  many instances where t h e  ap- 
po r t i oned  c r e d i t  would be r e l a t i v e l y  smal l  no re fund  i s  claimed. On t h e  
bas i s  o f  income t a x  data a lone i t  i s  n o t  p o s s i b l e  t o  a s c e r t a i n  t h e  number 
o f  taxpayers who neglected t o  take t h e  c r e d i t s  as opposed t o  those who 
l e g a l l y  were n o t  e n t i t l e d  t o  t h e  food t a x  c r e d i t .  
An a1 t e r n a t i v e  means o f  e s t i m a t i n g  t h e  Colorado r e s i d e n t  popu- 
l a t i o n  n o t  covered by t h e  c r e d i t  may be de r i ved  by a  r e s i d u a l  method. For 
example, t h e  s t a t e ' s  es t imated popu la t i on  f o r  1971 was 2,277,000 and t h e  
Department o f  Revenue repo r ted  t h a t  t o t a l  food t a x  c r e d i t  refunds f o r  
f i s c a l  year  1972 amounted t o  $14,435,000.~~ Based on a  c r e d i t  o f  $7 per  
normal exemption i t  would appear t h a t  o n l y  s l i g h t l y  more than 2  m i l l i o n  
persons, o r  o n l y  about 90 percent  of t h e  s t a t e ' s  popu la t ion ,  were covered 
by the  re fund  program. However, t he  ac tua l  number was s i g n i f i c a n t l y  l a r -  
ger because pa r t - yea r  r e s i d e n t s  who c l a i m  the  food t a x  c red i  t rece ived 
o n l y  a  f r a c t i o n a l  re fund  corresponding t o  the  t ime they  were i n  t h e  s ta te .  
' O ~ h e  f o l l o w i n g  tabu1 a t i o n  based on data developed f o r  t he  Colo- 
rado Tax P r o f i l e  Study shows t h e  d i s t r i b u t i o n  o f  r e s i d e n t  taxpayers (m
and par t -year )  who d i d  n o t  c l a i m  food t a x  c r e d i t s  on t h e i r  1971 t a x  r e t u r n s  
f i l e d  i n  f i s c a l  yea r  1972: 
Tota l  Number w i t h  Percent w i t h  
Adjusted Gross Number No Food No Food 
Income Classes o f  Returns Tax C r e d i t  Tax C r e d i t  
Under $ 5,000 296,000 162,051 34.5% 
$ 5,000 t o  $10,000 221,626 8,128 3.7 
$10,000 t o  $15,000 162,131 1,998 1.2 
$15,000 t o  $25,000 99,695 638 0.6 
$25,000 and over  28,912 503 1.7 
T o t a l  808,364 113,318 14.0% 
l1see Col orado D i  v i  s i  on o f  P l  anning , Col orado Popul a t i  on Trends, 
Vol. 2, No. 1, p. 1; Colorado Department o f  Revenue, Annual Report, 1972, 
p. 22. 
I n  f i s c a l  year 1972 almost 55,000 par t -year  res iden ts '  re turns  
were f i l e d .  Food t ax  refunds amounting t o  $396,000 on 38,000 re turns 
covered 108,000 exemptions, fo r  an average c r e d i t  of $3.65 per  exemption. 12 
The f o l l ow ing  ca l cu l a t i on  which takes account of t h i s  part -year res ident  
fac tor  shows the de r i va t i on  o f  the est imate of the  number of persons a f -  
fec ted by the program: 
Do1 l a r s  and 
Numbers i n  
Thousands 
Tota l  : Food t ax  refunds $1 4,435 
Less : Part-year res iden t  refunds 396 
Equals: Fu l l -year  res iden t  refunds $14,039 
Divided by $7 per exemption 
Equals: Persons covered on fu l l - year  re tu rns  2,006 
Plus: Persons covered on part -year re tu rns  108 
Equals: Total  persons covered by food t ax  c r e d i t s  2,114 
Estimated Sta te  Populat ion ( Ju l y  1971 ) 2,277 
Estimated percent  o f  s t a t e ' s  res iden t  
popu la t ion covered by food tax  c r e d i t  program 92.8% 
A1 though on the basis of t h i s  res idua l  method i t  appears t h a t  
l ess  than 93 percent of t he  s t a te ' s  populat ion pa r t i c i pa ted  i n  the food 
I 2 ~ h e  tabu1 a t i o n  be1 ow shows the d i  s t r i  bu t ion o f  part -year r e s i -  
dent re turns w i t h  food tax  c r e d i t s  f i l e d  i n  f i s c a l  year 1972: 
Average 
Number Number Food Tax Food Tax 
Adjusted Gross of of Normal Cred i ts  Cred i t  Per 
Income Classes Returns Exemptions (thousands) Exemptions 
Under $ 5,000 17,220 41,745 $1 27 $3.04 
$ 5,000 t o  $10,000 12,530 35,237 145 4.12 
$10,000 t o  $15,000 4,433 16,938 69 4.04 
$1 5,000 t o  $25,000 2,831 11,862 4  5  3.79 
$25,000 and over 644 2,499 10- 4.06 
Total  108,281 $396 $3.65 
t a x  c r e d i t  program, t h i s  es t imate  i s  s t i l l  understated t o  the  ex ten t  t h a t  
o the r  f a c t o r s  were n o t  considered. For example, i n  a d d i t i o n  t o  the p a r t -  
year  res idents ,  another group o f  taxpayers n o t  e n t i t l e d  t o  the  e n t i r e  $7 
c r e d i t  were f u l l - y e a r  res iden ts  p h y s i c a l l y  o u t  of the s t a t e  a t  l e a s t  6  
months of t he  taxab le  year. Moreover, some m i 1it a r y  personnel , out -o f -
s t a t e  c o l l e g e  students, and i n s t i t u t i o n a l i z e d  persons inc luded i n  the  
popu la t i on  f i gu re  are n o t  considered t o  be res iden ts  f o r  purposes o f  food 
t a x  c r e d i t s .  I n  b r i e f ,  a  conservat ive es t imate  o f  the  number o f  persons 
n o t  p resen t l y  covered by t h e  food t a x  c r e d i t  program i s  probably l ess  
than 5  percent  o f  Colorado's r e s i d e n t  popu la t ion  l e g a l l y  e n t i t l e d  t o  
refunds. 
The Pub l ic  School Finance Act  o f  1973 and Colorado Proper ty  Taxes 
The f i n a l  sec t i on  o f  t h i s  r e p o r t  attempts t o  est imate the  impact 
o f  the  1973 school funding a c t  on Colorado p roper t y  taxes. The a c t  r a i s e d  
the  school d i s t r i c t s '  en t i t l emen t  t o  s t a t e  a i d  f rom $160 m i l l i o n  f o r  1973 
t o  $278 m i l 1  i o n  f o r  1974. Th is  increase of $1 18 m i l 1  ion ,  o r  more than 70 
percent,  genera l l y  enabled the  i n d i v i d u a l  school d i s t r i c t s  t o  improve the  
q u a l i t y  of educat ional  programs as w e l l  as reduce t h e i r  p roper t y  t a x  m i l l  
l ev ies .  I n  order  t o  measure the  e f fec t  of t he  l a t t e r  i t  i s  necessary t o  
compare t h e  ac tua l  1973 p roper t y  t a x  ( t o  be p a i d  i n  1974) w i t h  what the  
1973 t a x  would have been i n  the  absence of t h i s  act ,  and w i t h  the ac tua l  
t a x  o f  t h e  preceding year  ( the  1972 t a x  p a i d  i n  1973). 
According t o  the  County Commissioners' c e r t i f i c a t i o n  o f  i n d i -  
v idua l  county p roper t y  taxes t o  the  Sta te  D i v i s i o n  of Property Taxation, 
t h e  t o t a l  t a x  fo r  1973 t o  be p a i d  i n  1974 amounted t o  $516.4 m i l l  ion.  The 
comparable f i g u r e  f o r  t he  1972 t a x  t o t a l e d  $532.0 m i l  l i o n ,  and thus the 
1973 t a x  was $15.6 m i l l i o n  o r  approximately 3  percent  lower than the  1972 
tax. However, t h i s  d i f f e r e n c e  does n o t  r e f l e c t  t he  f u l l  impact of t he  
School Finance Act  on p roper t y  t a x a t i o n  s ince the  r e l e v a n t  comparison 
should be w i t h  a  p ro jec ted  l e v e l  o f  t a x a t i o n  t h a t  would have occurred i n  
t h e  absence o f  t h i s  ac t ,  t a k i n g  cognizance o f  t h e  continuous growth dur- 
i n g  recent  years i n  bo th  l o c a l  governmental expenditures and p roper t y  t a x  
assessments. On t h i s  bas is  i t  i s  est imated t h a t  t he  p ro jec ted  1973 pro- 
p e r t y  t a x  would have been $586.8 m i 11 i o n  o r  13.6 percent  1  arger  than the  
actua l  1973 t a x  o f  $516.4 m i l  1  ion ,  and 10.3 percent  l a r g e r  than the  ac tua l  
1972 t a x  o f  $532.0 m i l l i o n .  13 
Fo r  purposes o f  t he  Colorado P r e d i c t i v e  Income Tax Model the 
ac tua l  1973 p roper t y  tax  ( t o  be p a i d  i n  1974) was used as the  bas is  f o r  
updat ing the  r e s i d e n t i a l  r e a l  e s t a t e  t a x  deduct ion informat ion i n  the  
computerized data bank. It a l s o  should be noted t h a t  i t  w i l l  be the  1973 
r e s i d e n t i a l  p roper t y  t a x  t h a t  w i l l  appear as a  deduct ion on the  1974 i n -  
come t a x  re tu rns .  I n  order  t o  o b t a i n  an es t imate  o f  these deduct ions f o r  
1974, the  CTPS r e a l  e s t a t e  t a x  deduct ions fo r  1971 were updated by apply- 
i n g  t o  each o f  t he  i t em ized  income t a x  re tu rns ,  on the  basis o f  county 
residence, the  average percentage increase i n  per  c a p i t a  p roper t y  taxes 
fo r  t h a t  s p e c i f i c  county. 14 
The f o l l o w i n g  t a b u l a t i o n  compares t h e  1971 average r e a l  es ta te  
tax  deduct ion on i t em ized  re tu rns  w i t h  the  updated averages f o r  1973 and 
1974 f o r  each o f  t he  f o u r  income categor ies above $5,000. 15 
Average Real Es ta te  Tax 
Deduction Taken on Percent Change 
Adjusted Gross Income Tax Returns f o r :  o f  1974 over: 
Income Classes 1971 1973 1974 1971 1973 
$ 5,000 t o  $10,000 $352 $ 401 $373 +6.0% -7.0% 
$10,000 t o  $15,000 420 483 445 +6.0 -7.9 
$15,000 t o  $25,000 538 625 576 +7.1 -7.8 
$25,000 and over 877 1,019 951 - -6.7+8.4 
Tota l  $475 $ 548 $507 +6.7% -7.5% 
1 3 ~ h e  p ro jec ted  1973 p roper t y  t a x  was based on a  weighted t r e n d  
ana lys is  o f  t o t a l  p roper t y  tax  revenues f o r  t he  f o u r  years 1969 through 
1972. I f  the  growth f a c t o r  i s  accounted f o r  by use o f  per  c a p i t a  t a x  
data, the  annual weighted increase f o r  t he  p e r i o d  i s  7.2 percent  ins tead 
of 10.3 percent, and t h e  p ro jec ted  1973 t a x  would have been $570.3 m i l l i o n  
ins tead o f  $586.8 m i l l i o n .  I n  o the r  words, t he  $16.5 m i l l i o n  d i f f e r e n c e  
between these p r o j e c t e d  est imates may be a t t r i b u t e d  t o  popu la t ion  and eco- 
nomi c  growth. 
1 4 ~ h is  ana lys i s  excludes par t -year  res iden ts  n o t  r e s i d i n g  i n  the  
s t a t e  and non-residents. 
1 5 ~ a x  re tu rns  i n  the  lowest  income s t ra tum were excluded because 
of the  low sampling r e l i a b i l i t y  o f  t he  r e l a t i v e l y  small  number o f  re tu rns  
w i t h  p roper t y  t a x  deductions. 
It w i l l  be noted t h a t  t h e  est imated average 1974 p roper t y  t a x  
deduct ion i s  7.5 percent  smal le r  than t h e  1973 est imate,  bu t  6.7 percent  
l a r g e r  than the  1971 average. Moreover, t h e  1974 p r o j e c t e d  average pro- 
p e r t y  t a x  t h a t  would have occurred i n  the  absence o f  t h e  School Finance 
Act  would have been 6.9 percent  l a r g e r  i ns tead  of 7.5 percent  smal le r  
than the  1973 average.16 With regard t o  the  var iance i n  percentage change 
among t h e  income categor ies,  the  decreases i n  t h e  average 1974 t a x  com- 
pared w i t h  t h e  1973 t a x  ranged from 6.7 t o  7.9 percent,  whereas t h e  
increases o f  t he  average 1974 t a x  over  the  1971 t a x  ranged from 6.0 t o  
8.4 percent.  
I n  summary, i t  i s  ev iden t  t h a t  whether t h e  o v e r a l l  t a x  e f f e c t  
i s  est imated on the  bas is  o f  t h e  p ro jec ted  change i n  t o t a l  p roper t y  t a x  
revenues o r  i n  terms o f  t h e  p r o j e c t e d  change i n  average r e a l  es ta te  t a x  
deductions taken on i temized income t a x  re turns ,  a  s i g n i f i c a n t  reduct ion  
occurred i n  Colorado r e s i d e n t i  a1 and non- res ident ia l  p roper ty  taxes i n  
1974 as a  r e s u l t  of t he  Pub1 i c  School Finance Act  o f  1973. 
161n the  absence of t h e  School Finance Act i t  i s  est imated 
t h a t  the  p ro jec ted  1974 average r e a l  e s t a t e  t a x  deduct ion would be $586, 
o r  6.9 percent  l a r g e r  than the $548 average f o r  1973. 
